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In recent months the revelations of highly-organized gambling syndicates working on an interstate 


basis have dismayed the country. 


The sources drawn upon for this account include offi- 
cial reports, special articles, and press dispatches. We 
have used only sources that may reasonably be assumed 
to be reliable. 

The Extent of Gambling 

Total estimates of the amount of money gambled in the 
United States in a single year run from about $7,000,000,- 
000 to $21,500,000,000, divided as follows: 


Minimum Maximum 

Estimate : Estimate: 
Off-the-Track Betting ........... 3,000,000,000  10,000,000,000 
Numbers. 300,000,000 2,000,000,000 
Slot Machine Racket...........+. 2,000,000,000 3,000,000,000 


$6,800,000,000 $2 1 ’ 500,000,000 


This does not include “amounts gambled in lotteries, 
raffles, carnival games or other innumerable gambling 
facilities.” + It should be recognized, of course, that the 
inveterate gambler who follows any form of gambling 
regularly may be betting any gains made earlier. Even so 
the sums are staggering. 

A large proportion of the amount bet goes into the oper- 
ators’ pockets. Ernest E. Blanche, chief statistician for 
the Logistics Division, General Staff, U. S. Army, who 
has been analyzing gambling games for twenty years, esti- 
mates that in the numbers or policy game the operator 
takes from 46 to 64 per cent of all money wagered. Sweep- 
stakes tickets sold in this country are, he says, “usually 
counterfeit.” There is no accurate way to determine the 
amount spent annually on them, but it has been estimated 
as high as a billion dollars, with “the proceeds finally 
reaching some racketeer’s pocket.” 

Football pools are perhaps the most popular lottery at- 
traction today, “embracing as many as 25 million players.” 
The operator takes “from 37.5 to 80 per cent of all the 
wagers.” In the baseball pool, Dr. Blanche estimates, the 
operators take from 50 to 80 per cent of all the money. 
Local lotteries for merchandise, chain schemes, and “pyra- 
mid clubs” are, he says, “as pernicious as the other gam- 
bling games.” The mathematical odds are such that only 


1 Scope of the Gambling Problem in the United States and in its 
Massachusetts Ramifications. Boston 8, Mass., Citizens’ Commit- 
tee of Massachusetts, p. 6 


The data available are summarized here at the requestoof the 
Federal Council’s Executive Committee. ws 


the operator can win “during the continued cottduct” of 
all gambling games. A*large préportion of\games are 
“fixed” so that the player has no chance to wi. The bingo 
operator gets a profit of 50 to 80 per gent. “Most card 
and dice games are crooked.” Even if théy are honest the 
operators take from 1.5 to 30 per cent of the proceeds. 
Proprietors of punchboards take from 50 to 70 per cent of 
the cash paid for prizes. “All slot machines are fixed to 
take from 40 to 80 per cent of the coins put into them.” 
The “numbers racketeers take from 46 to 64 per cent” 
of the money bet in that game.? 


Gambling Laws 

In every state except Nevada various forms of gambling 
are forbidden. In New York State, for instance, the con- 
stitution forbids the legislature to authorize any kind of 
gambling, except pari-mutuel betting at horse races. Judge 
Morris Ploscowe of the New York City Magistrates’ Court 
summarizes the prohibitions in the different states as 
follows : 

“The gambling house in all its forms is outlawed. .. . 
The statutes prohibit gambling, betting, or the maintenance 
of slot machines in particular types of premises for which 
licenses must be obtained from public authorities. .. . The 
statutes penalize the professional gambler, game keeper, or 
bookmaker, as distinguished from the occasional or casual 
gambler or bettor. . . . The statutes prohibit the posses- 
sion, maintenance, rental, cr sale of various types of de- 
vices or apparatus used for the purpose of gambling. . . . 
The statutes prohibit particular forms of gambling. . . . 
The statutes prohibit the activities of the touts and shills 
who persuade others to bet or to visit places where gam- 
bling is carried on, or who encourage minors to gamble. 
The statutes place a responsibility upon certain individuals 
... to eliminate and suppress gambling from the vessels or 
premises under their control. The statutes provide for the 
seizure and destruction of gambling devices. . . . The 
statutes prohibit wagers and bets and declare gambling or 
wagering contracts to be void and unenforceable in the 
courts.” 

Nevertheless, he comments, “legalized gambling is very 
much alive.’’ 

To enact legislation is one thing, to enforce it another, 


2In Annals of the American Academy. May, 1950, pp. 71-80. 
3 dunals of the American Academy. May, 1950, pp. 2-3. 
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Virgil W. Peterson, operating director of the Chicago 
Crime Commission, discusses the difficulties of enforce- 
ment in the issue of the Annals already cited. Two very 
important factors in this connection are, he comments, the 
“tradition of lawbreaking” in America and “the tremen- 
dous importance of gambling as a source of political 
power.” The “principal objective” of gambling laws is 
not the moral issue but “social protection.” Even charac- 
ter-building agencies raise money through illegal gambling 
enterprises and justify the evasion by the argument that 
“gambling is not immoral.” But Mr. Peterson comments, 
“a charity facade has long been utilized in connection with 
large-scale gambling enterprises, many times conducted 
by notorious racketeers.” 

“Historical experience,” he adds, “has established that 
the legalization of any form cf gambling greatly increases 
its illegitimate offspring.” Also, “the history of gaming 
clearly reflects that dishonesty and fraud have always been 
integral parts of the gambling business.” 

The most important factor in the failure to enforce gam- 
bling laws is perhaps “gambling as a source of political 
power.” Control of police departments in large cities by 
professional gamblers is “commonplace in American 
history.” 

The Situation in Nevada 


Nevada is the one “wide-open” state for gambling. The 
situation is sometimes described in glowing terms. Thus, 
Joseph F. McDonald, editor of the Nevada State Journal 
(Reno) writes in the same issue of the -lnna/s that the 
State Tax Commission, charged with licensing gambling 
houses, is “wholly honest, fearless, and also aggressive in 
law enforcement.” The gambling business provides al- 
most 17 per cent of the state’s administrative expenses 
and about 18 per cent for cities like Reno and Las Vegas. 
While he recognizes that gambling is “a wasteful, non- 
productive business,” it is “here to stay” in Nevada “as 
long as the state keeps it clean and keeps the gangsters 
out.” 

On the other hand, Albert Q. Maisel, writing in the 
October Woman’s Home Companion about the situation 
in Las Vegas, is iess rosy. He agrees that gaming licenses 
are a very important part of city revenue. But he points 
out that this is not “pure velvet.” Las Vegas has 60 po- 
licemen—three per thousand where ordinarily 20 would 
be enough for a city of its size. “Gunmen, stickup artists, 
safe crackers and confidence men flock to Las Vegas 
whenever their own home towns get too hot for them... . 
In addition to such birds of passage, the town with its sur- 
rounding area houses a substantial number of ex-convicts. 
Many are gambling-house operators. . . .” 

Many gambling houses are just beyond the city limits 
where all their expenses, including the gaming licenses, 
are lower, which makes higher city taxes impractical. 
“Strapped between growinz needs for civic improvements 
and the danger cf driving the gamblers out of town, Las 
Vegas is chronically on the edge of bankruptcy.” “Gam- 
bling costs the city administration just about as much, in 
special services, as it pays in special taxes,” he believes. 
In spite of conspicuous centributions to some charities, 
social agencies find it difficult to secure their budgets. 

The big gambling houses in the tourist section probably 
do not draw local residents te any great extent. But Mr. 
Maisel found that “in drugstores and other retail estab- 
lishments seldom patronized by tourists .. . the familiar 
slot machines” were “merrily tossing up bars, bells, 
oranges and lemons. And “nothing” can keep children 


out of “drugstores and similar shops where the slot ma. 
chines are a most prominent part of the equipment. Ty 
the youngsters of Las Vegas, gambling looms as a natural 
and expected part of life.” 


The Federal Investigation 

On May 3, 1950, the U. S. Senate authorized an investi. 
gation of organized crime in interstate commerce (S. Res, 
202, 81st Congress). Senatur Estes Kefauver, Tennessee, 
is chairman of the committee in charge of the study. Aq 
Interim Report of the Committee’s findings appeared dur. 
ing the summer. The Committee found not only evidence 
of highly-organized groups of criminals but also that 
these same groups were very active in the field of organ. 
ized gambling in many parts of the country. A summary 
of the findings follows: ; 

“1. There is substantial and strongly convincing evi- 
dence that organized groups of criminals have been en- 
gaged in many parts of the nation in illegal activities, 
utilizing the channels of interstate commerce, and often 
operating throughout many states. 

“2. These organized groups of criminals command very 
large amounts of capital and are in a strongly advan- 
tageous position to compete both in criminal and _non- 
criminal activities. 

“3. These criminal organizations have succeded in 
monopolizing certain of the channels of interstate com- 
munication and commerce by means of violence, bribery, 
corruption and intimidation. 

“4, The Committee’s investigation has not yet pro- 
ceeded far enough to warrant a conclusion as to whether 
or not the various criminal organizations are knit into one 
or more nation-wide syndicates. ... 

“5. The criminal organizations about whose existence 
the Committee now has definite proof presently operate in 
the field of gambling. . .. There is every reason to believe 
that these individuals have turned, and will turn, to any 
activity, criminal or otherwise, which will yield large cash 
proceeds which can be concealed at least in part from the 
Bureau of Internal Revenue. 

“6. These individuals, trequently using their criminal 
organizations, have engaged in various legitimate enter- 

“7... . We must weigh the full evil effects upon the 
body politic of permitting powerful groups of criminals to 
utilize the channeis of interstate commerce for the purpose 
of controlling illegal enterprises, when it is clear that these 
groups now obtain and always have secured their power 
by (1) using violence ard intimidation ; (2) attempting to 
corrupt and control local government; and (3) obtaining 
overbearing economic power by amassing great wealth 
through nonpayment of taxes and by means of monopoly.” 

The Senate Committee reports particularly on the situa- 
tion in Broward and Dade Counties, Florida, and in the 
cities of Miami and Miami Beach, located in Dade County. 
The Committee found these “general patterns of organ- 
ized criminal activity” there and have “convincing evi- 
dence” that similar conditions exist in other parts of the 
state. “Known gangsters” from New York, Detroit, Chi- 
cago, and Philadelphia run their establishments ‘openly 
and notoricusly in clear violation of Florida law.” In 
Miami Beach the racing-wire service and book-making 
have been tightly controlled by the S & G syndicate (a 
local group) for a number of years. In 1949 a Chicago 
resident, Harry Russell, with “clearly established connec- 
tions” with the Chicago Capone groun secured a “substan- 
tial interest” in this syndicate “under most suspicious cir- 


cumstan 
these fa 
operatot 
cago are 
contribt 
ler Wat 
The : 
tive” tc 
and at | 
torily f 
lated w 
a partn 
“the gr 
Late! 
providi 
of race 
Union. 
Williar 
fourtee 
vice-pr 
which 
bookm 
also co 
descrik 
years” 
(New 
Wes 
a eu 
sheet 
wire b 
ords s 
Wellst 
the ag 
the cc 
them | 
the m 
these 
ton, 
revea! 
gram: 
As 
invest 
point: 
no ce’ 


to pr 

frien 

al fe 

Chicz 

a mo 
Le 

porte 

is at 

beco1 

neve! 

mate 

for t 

synd 

ofa 

In 

requ 

vesti 

facil 

for 

“Th 

4] 

Gene 

4 XUM 


mstances.” (This syndicate has been dissolved since 
these facts were established.) William H. Johnston, an 
operator of dog and horse tracks in Florida and the Chi- 
cago area admitted that he had secured about $100,000 in 
contributions for the election campaign of Governer Ful- 
ler Warren of Florida; of this $40,000 was his own. 

The sheriff of Dade Ccunty had done nothing “‘effec- 
tive’ to enforce the anti-gambling laws. Moreover, he 
and at least one of his deputies could not account satisfac- 
torily for “large amounts of property” they had accumu- 
lated while in office. The sheriff of Broward County was 
apartner in a firm operating gambling games, from which 
“the greater part of his income” had come for some time.* 

Later revelations show that the wire racing services 
providing information for bookmakers about the results 
of races, odds, etc., were important customers of Western 
Union. One of the large stockholders in Western Union, 
William Molasky (he and his wife were fifteenth and 
fourteenth in the list of principal stockholders) was also 
vice-president of Pioneer News Service in Saint Louis, 
which provides the information about racing on which the 
bookmakers depend. In several large cities in the area he 
also controlled the distribution of The Daily Racing Form, 
described as the “standby of the race bettors.” “In many 
years” his income has been “more than $100,000 a year.” 
(New York Herald Tribune, June 4.) 

Western Union office managers have also been offered 
a “ ‘cut’ of wire hookmaking profits” and an instruction 
sheet with “a nation-wide list of bookmakers” to make 
wire betting easier, the daily press reported in June. Rec- 
ords seized in a raid on % bookmaking establishment in 
Wellston, St. Louis Co., Mo., revealed the instructions to 
the agents. Twe've thousand telegrams from all parts of 
the country were found in this establishment, most of 
them sent in the month of May. For three days early in 
the month the total business was $135,000; for one of 
these days the profit was $8,821. A raid on the Bridge- 
ton, N. J., (popuiation 16,000 in 1940) telegraph office 
revealed that 80 per cent of the business was betting tele- 
grams. 

A summary of :nore recent developments in the federal 
investigation in the New York Times for November 12 
points out that the Committee is not yet ready to say that 
no central organization exists. “They are in position only 
to prove that flexible working arrangements, including 
friendly allocation of territory, exist between loose region- 
al federations of mobsters. Locally—as in the case of 
Chicago—the ruling gang is often the lineal descendant of 
a mob that acquired control during Prohibition days.” 

Lester Velie, writing in Colliers for September 30, re- 
ported that in Chicago “bookie betting and other gambling 
is a monopoly of the Capone mob.” The gangsters “have 
become so rooted in Chicago life that a politician can 
never be sure whether he’s dispensing a favor to a legiti- 
mate businessman or honest citizen—or to a secret front 
for the mob. . . . In Illinois, the Capone-organized crime 
syndicate’s links tie right into the lawmaking machinery 
of a great state itself.” 

In 1948 the Public Utilities Commission of California 
requested the Federal Communications Commission to in- 
vestigate the use of interstate and foreign communication 
facilities in bookmaking with a view to adopting a rule 
for regulating their use. The California agency said: 
“The adoption of such a rule by the Federal Communica- 


4 Interim Report on Investigations in Florida and Preliminary 
General Conclusions. Senate Report No. 2370. Washington, D. C. 
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tions Commission would unquestionably constitute a ma- 
jor blow to orgamzed crime and racketeering through the 
United States. It would destroy the ‘wire service’ and 
with it the bookmaking racket which is based upon it. It 
would reduce bookmaking from a major racket of national 
scope to a petty nuisance of local significance. Such ac- 
tion would also, of course, greatly reduce the total amount 
of money lost by the public throughout the country. . . .” 


The New York City Investigation 

In December, 1949, the Brooklyn Eagle printed a series 
of articles on the police protection of gamblers. A few 
days later the term of the Kings County Grand Jury was 
extended for three months at the request of District At- 
torney Miles F. McDonald. It is still functioning. In 
January, 1950, Mayor O’Dwyer urged the state legisla- 
ture to legalize betting on public sports events and to put 
the enforcement of gambiing laws under state control. 
In 1949 there had been 2,598 bookmaking convictions in 
the city, but only 29 jail sentences. As recently as Octo- 
ber, 1949, John M. Murtagh, then Commissioner of In- 
vestigation for New York City, had said: “I know exactly 
where organized gambling is located. It is not in New 
York City. There is nothing left in New York City but 
the small beokmaker, who is always a problem.” 

The investigation soon Lecame deeply involved in city 
politics with a rift between the Mayor and Brooklyn Dem- 
ocratic leaders, notably the District Attorney. Gradually 
information was assembled though nothing really startling 
happened until the telephone headquarters of a Brooklyn 
betting syndicate on Long Island were raided and Harry 
Gross, its alleged head, was arrested. Mr. Gross has not 
yet given the authorities much specific information, but 
some of his associates have done so. It was estimated, 
however, that “his total bill for bribery topped $1,000,000 
a year.” (New York Herald Tribune, September 22.) 

Several of the men deeply involved in the New York 
area are, as has aiready been noted, also big operators in 
Florida and are closely related to underworld figures in 
other cities. The records seized in Frank Erickson’s files 
showed that the Colonial Inn, Hallendale, Florida, made 
a profit in the year, November 1, 1945-October 31, 1946, 
of $685,538.76. (New York Herald Tribune, May 18, 
1950.) Since Mr. Gross’s arrest several police officers 
have committed suicide when it became evident that they 
had received bribes from the big gamblers, and many 
others have hastily retired to avoid testifying. 

On October 30 a former “runner” for a bookmaker 
(who has been arrested 50 times, “yet never passed a day 
in jail”) in the Flatbush area of Brooklyn testified that 
two or three bookies, including his employer, working 
along Kings Highway in Brooklyn until last May had 
paid from $1,500 te $2,500 a month for police protection ; 
that each bookie also paid $750 monthly for each telephone 
used in his business, and that this was collected by a “spe- 
cial” policeman from another district. The witness had 
been arrested in place of his bookmaker employer five 
times and was merely fined each time. “His bail, his law- 
yer’s fees and the fines were paid” by the bookmaker. 
When two of the detectives who had been on the “payroll” 
retired they became bookmakers. In one “phony” arrest 
“false betting slips” to be used as evidence had been writ- 
ten out while he was in the police car. His employer's 
“clear profit” was from $2,000 to $3,000 weekly. (New 
York Herald Tribune, October 31, 1950.) 


Factory Gambling 
With the concern about organized gambling in general 
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has come a realization of the extent of gambling in fac- 
tories. Irwin Ross, writing m Reader’s Digest for August, 
estimated that “the take from pay envelopes has reached a 
billion doliars a year.” Mr. Ross comments: “Inside the 
factory gambling means crooked foremen, bribed to over- 
look or join the racket ; crooked union officials, more in- 
terested in boodle than wage scales ; crooked union elec- 
tions, in which the gamblers spend thousands of dollars to 
insure the triumph of friendly candidates.” There is 
even a “widely-held theory” that the assailants of Walter 
and Victor Reuther were “gunmen . . . hired by profes- 
sional gamblers.” Walter Reuther had fought against 
gambling in the Detroit plants. 


Among the estimates for plant gambling are: ‘‘$2,000,- 
000 on the numbers in the three largest rubber factories” 
in Akron, Ohio, and $25,000,000 in all the Wayne Coun- 
ty, Michigai, plants. 

A survey of gambling in factories in seven large indus- 
trial cities by Business Week (August 21, 1948) indicated 
that: 


(1) On the average, one out of every 250 employes 
of industry is also employed by a gambling syndicate as 
an in-plant agent. 

“(2) The illegal income of these in-plant agents varied, 
in cases studied, from 50 per cent to 1,700 per cent of 
their legitimate wages. . . . 

(3) (For every job opening as an agent, there are a 
dozen applicants irom among workers regularly employed 
in the plant. 


“(4) The risk of being seriously punished if caught is 
relatively slight. 

“(5) In plants of 1,000 employes or more, an average 
of 10 per cent of production workers consistently gamble 
on the job. Around 50 per cent of all employes in these 
plants gamble at some time or other. 

“(6) In plants of less than 1,000 employes, almost no- 
body gambles or almost everybody gambles. 

“(7) It is nearly impossbile for the lower echelons of 
plant supervision to be unaware that gambling is going on. 

“(8) It is not unusual to find foremen or assistatt 
foremen acting as gambling agents, or overlooking the ac- 
tivities of in-plant agents in return for a ‘cut.’ 

“(9) In-plant gambling is a much more highly organ- 
ized business since the end of the war. National syndi- 
cates are involved as never before. 

(10) The principal forms of in-plant gambling are: 
first, numbers (sometimes called policy betting), second, 
handbook (horse-race bettiig) ; third, football and base- 
ball pools. ... 

“(11) An opei-hearth helper in an eastern steel mill 
won a $40,000 prize last winter for holding the winning 
ticket in a horse race lottery. This was the largest ‘return 
to a customer’... that Business Week was able to find. 

(12) Union shop stewards have been found acting as 
gambling agents, but in nu case was the activity found 
to be sanctioned by the union. 

“(13) Few unions will protest company action against 
in-plant gambling; some are prepared to cooperate witi 
employers in stamping it out. 

(14) But there have been a few strikes to protest the 
discharge of men discovered by management to be gam- 
bling agents.” 

While it is possible to root out factory gambling if the 
company is sufficiently concerned, it is difficult to secure 
“airtight” proof. Mr. Ross feund that the ‘usual atti- 
tude” of management was to “disclaim responsibility.” 
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The Massachusetts Citizens’ Committee had the same 
experience. 


The Effects of Gambling 


Virgil Peterson, director of the Chicago Crime Com. 
mission, states in a monograph entitled Why Honest Peo. 
ple Steal: “Based on the experience of over twenty of the 
largest surety companies, it would appear that the two 
principal factors contributing to employe dishonesty are 
gambling and extravagant living standards. 

“Some companies estimated that gambling on the pan 
of employes had been responsible for 30 per cent of the 
losses of these companies. Other companies blamed gam. 
bling for as high as 75 per cent of their total losses.” 5 

The Massachusetts Citizens’ Committee also found that 
“merchants in the vicinity of race tracks throughout the 
country have noted a decrease in business and an increase 
in unpaid debts coincidental with the duration of race 
meetings. 

“Violent crime is a commonplace in gangster-ridden 
communities. And when individuals or groups attempt 
to compete with existing gambling organizations in given 
areas, death and violent injury are the result.” 

Reference has already been made to the large amounts 
paid by gamblers for police protection in New York City, 
The Massachusetts Citizens’ Committee reports that slot 
machine interests “allot ten to twenty per cent of their 
gross profits for protection and graft. The Crime Study 
Commission in a western state estimates that $400,000,000 
is spent annually by the slot machine interests for bribery 
and the corruption of public officers.” Investigations in 
Cleveland in 1948 showed that the head of the Vice Bu- 
reau had been “responsible . . . for actually arranging and 
directing the formation of the policy ring itself.” 


Although neither the federal investigation nor all of 
the local ones have finished their tasks, the evidence shows 
clearly that gambling is highly organized on an interstate 
basis, frequently under the leadership of men known to be 
deeply involved in gangster activities. It is also evident 
that in some cities their political activities and the result- 
ing corruption of police departments are a grave threat 
to civic welfare. 

Two bills have been introduced in the Senate at the 
request of Attorney General McGrath. S. 3357 would 
prohibit the transportation of certain gambling devices. 
S. 3358 would prevent the transmission of information 
for gamblers. 


An Earlier Study of Gambling 


In 1938 Harold O. Hatcher, then of the Congregational 
Christian Council for Social Action, studied the effects of 
a race track in Salem, N. H. (population 3,627 in 1940). 
The results of Mr. Hatcher's study are strikingly like 
those described in our major article. Local and state poli- 
ticians were involved ; the main owners of the Salem track 
were interested in gambling and racing in other states and 
countries. In spite of the revenue from the race track the 
town of Salem had been the only one in the state to fail 
to pay its state taxes in 1937. The relief roll was mount- 
ing. Gambling—including other forms stimulated by the 
racing—drained out as much money as that received from 
the track, or more. 


5 Cited in The Gambling Problem in the United States and in 
Its Massachusetts Ramifications, page 32. 
® Social Action, September 15, 1948. 
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